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"Modelsand Realities":
An Introduction
SYED NAWAB HAIDER NAQVI*
"I
Thisis thefirstof aseriesofsymposiaweareorganizingin thepagesof the
PakistanDevelopmentReviewto fixourgazeonthetwilightzonelyingbetweenthe
theoryandthepracticeof developmenteconomics.In theAutumnof 1979-1must
confess,notwithoutatingeofautumnaldepression-Ihadaddressedletterstoabout
50scholarsworkingin thisgeneralareaannouncingthat"it isproposedtobringout
symposiumissuesof thePakistanDevelopmentReviewfocusingontheStateof
DevelopmentEconomics,whichin theopinionof manyhasnotyetattainedits
'steady-state'.It is,therefore,ssentialtohaveasecond(ornth!)lookatthestateof
ttJ,eartin thegeneralreaofdevelopmenteconomics,notonlytosatisfyouracadem-
ic appetiteandto whetit a littlebit more,butalsoto provideproperguidelines
for policyformulation".Thosewhorespondedto thisrequestdidso enthu~ias.
tically,supportingthegeneralideaexpressedin theletter.Consideringtheexceed.
inglybusyschedulethateconomistskeepthesedays,theoutcomeofmyappealhas
beengratifying-eventhoughthe 'utilityfunction',appropriatelydiscountedby a
'time-paucity'factor,hasstillnotbeenoptimized!OnthebaSisof.thecontributions
alreadyreceivedaswellasof thoseconfidentlyexpectedsoon,weshouldbeableto
bringoutatleastthreespecialsymposiumissues,devotedto the"StateofDevelop-
mentEconomics:ModelsandRealities".Thepresentissueincludespapersbyout-
standingscholarslike Jan Tinbergen,SukhamoyChakravarty,Paul Streeten,
AnthonyBottomley,PanYotopoulosandAmitBhaduri.Thecomingissuesof the
PakistanDevelopmentReviewwill includelongerpapersonsomeof theproblems
toucheduponin thepresentcollectionandonsuchbasicquestionsasthechoiceof
techniques,tradepolicy,economic-demographicmodelling,urban-ruralndinter-
nationalmigrations,etc.
ThecontributionsbyTinbergen,ChakravartyandBhaduri,includedin the
presentissue,makeit quiteclearthatgrowthmodelsare-infact,havebeen-highly
relevantfor developmentplanning.Oneof thecontributionsof growththeoryhas
beenthatit hasprovideduswithan"analyticfilingsystem",alaFriedman,orwith
a "language",promotingsystematicandorganizedthinking,alaMarshall.However,
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if itsutilitywereto restmainlyonitseducativerole,thenthiswouldnotbeenough
justificationfor theeconomist'sinsistencethatthe policy-makersdid need
growththeory morethantheynormallydo-that is not at all! For having
suCcumbedto theeconomist'slogic,whatshouldthe'madmani authority'makeof
theendlessdebateaboutone'filingsystem'beingsuperiorto another?Andif it is
assertedthatfor educativepurposesit doesnot matterwhichversionis superior,
thenthe'filingsystem'ceasesto beevenof anyepistemologicalinterest.Thereal
worthof growththeory,asChakravartyshows,is thatit representsabodyof sug-
gestivehypotheseswhichhelpusnotonlyto understandthehighlycomplexreality
of economicgrowthbut alsoto makevalid'predictions'abouttheentiregrowth
path,oncetheinitialconditionsarespecified.It is in thiscontexthatevensuch
seeminglyesotericonceptsof growtheconomicsas'steady-state'andtheturnpike
theoremsprovideimportantguidelinesto policymakersin theirtaskofchartingout
thebestpossiblestrategyfor development-or,in thesomewhatopaquelanguageof
thegrowththeorists,in delineatingoptimaltrajectoriesof consumption,i vestment
andoutput.A moredirectapplicationof thegrowthmodelsis exemplifiedby the
useof thetwo-sector,'closed'Mahalanobis-Fel'dmanmodel,involvingnon-shiftable
capitalstock,to determinethepolicychoiceaboutthesizeof therestraintsto be
imposedon 'initial'consumption.Sucha conceptualizationf the'development
processhasdictateda strategywhichputsapremium,at theinitialstagesof plan-
ning,onaheavyinvestmentin capital-goodsproducingsector,withaviewtomaxi-
mizingthe consumptionstream-moreprecisely,an appropriatelychosenutility
functional-overtheplanninghorizon,finiteor infinite. Furthermore,Tinbergen
informsus that themessageof theHarr-od-Domarmodelhasfounda distinctly'
audibleechoin variousdevelopmentmodels,influencingthe overallstrategyof
planningaswellasinspiringseveralsimplifyingtechniqueslike"planninginstages",
andsectoral,regionaland'functional'planningmodels.
However,modelsof thisclasstellusnothingabout'the'composition'-Le.
thedivisionbetweenprofitsandwages-oftheconsumptionstreamsomaximized.
This is animportantomissionbecauseonecannotbecomplacent,at leastat the
policy-makinglevel,abouttheimplicitdistributivebiasof theoptimalconsumption
turnpike.Thereis a realdangerthatsucha strategy,in theeventof a (certain)
failureto coaxoutenoughdomesticsaving,mayleadto theadoptionof asetof
policiesinvolvinganincreasingrelianceon"profitinflation"forfinancinghighlevel
of investment,herebyhavinganadverseffecton thedistributionof income-a
problemdiscussedat lengthby Bhaduri.(Thissequenceof eventsis morelikelyto
occurwithinaclosed-economyframework,whichrulesoutthepossibilityof foreign-
capitalinflows.) Accordingly,it is importanthatgrowthmodelshouldexplicitly
link economicgrowthwiththeprocessof incomedistributionsothattheplanning
exercisesconsist"notonlyof aninvestmentplan,butalsoof a planforcontrolling
theprocessof incomegeneration".Notonlythat.Theeffectof the'opening'upof
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thehabituallyclosedtwo-sectorgrowthmodelsontheoptimaltrajectoriesof con-
sump:ion,investmentandoutputshouldalsobestudiedbecausein thateventhe
capital-goodssectorwill not bethatcrucialfor theoptimalsolution-indeedthe
optimalsolutionmayitselfimprovebecauseof theeasingofoneof thebindingcon-
straints.
Furthermore,consideringthefactsthatforeign-capitalinflowscannolonger
betakenforgrantedto fill thegapbetweenplannedinvestmentandplannedsaving
becauseof thechangingpoliticsof foreignaid,thatlowpercapitaincomeindevelop-
ingcountriesputsa definitelimit on theircapacityto raisesubstantiallythemar-
ginalrateof savingsandthatthesecountriesremaincommittedto thegoalof self-
reliance,the wisdomis suspectof pursuingpolicies-inspiredmainlyby the
Mahalanobis-Fel'dmantypemodels-whichavetheeffectofsubstantiallyraisingthe
capital/outputratioin anenvironmentofextremecapitalscarcity,particularlyin the
initialperiod,toachievehighgrowthrates.Onemaywonderif aconsciouspolicyof
loweringthe capital/outputratios,mainlythroughtechnologicalchange,to help
achievehighgrowthratesis notthemoreappropriateonefor thedevelopingcoun-
triesto pursue-particularlyfor thosewhichrequiretheexportsectortocontribute
significantlyto thegrowthprocess.Thisproblemhasnotbeenfacedbythecontrib-
utorsto this symposium,but is of considerableimportancefor practicalpolicy-
making.
Apartfromthe questionof interpreting-orshallwesay'decoding'-the
obliquesignalscomingfromthestratosphereof growththeory,it is important,as
Tinbergenargues,thatthe growthmodelsshouldbebroadenedin scopeby the
explicitinclusionofadditionalvariables.Thisneedstobedoneforanalysinginboth
quantitativeandqualitativetermsthe problemsof incomedistribution,theper-
formanceof the'informalsector',theecologicaldecaycausedbyfaetorslikedefores-
tationandair pollution,etc. Someattempts,mostlyillustrative,haverecently
beenmade-e.g.AhluwaliandChenery's,"A modelofDistributionandGrowth"in
RedistributionwithGrowth(1974)-toextendtheexistingmulti-sectoralmodels,
throughthebasicconceptof a "segmentedeconomy",by allowingfor a unified
treatmentof thegrowthanddistributionof differentsocia-economicgroups,with
higherweightsassignedto theconsumptionof thelow-income"segment"of the
economy. Suchextensionsof the formalmodelsareessentialbecause'mental
models'andqualitativejudgementscanat bestprovidea partialpictureof the
complexrelationshipsamongthe variousvariables,bothdirectandindirect,that
determinenotonlytheratebutalsothecompositionofeconomicgrowth.However,
sucha 'broadening'of thebasicmodelcannotgo onbeyondacertainpoint.The
problemsof mathematicalcomplexityandthehighmarginalcomputationalcostsof
theinclusionof additionalvariables-andTinbergenknowsmoreaboutthemthan
anyotherlivingeconomistdoes-shouldnotbetakenlightlybecauseasSamuelson,
quotingthefamousbiologistPeterMedawar,pointsout: "Sciencemustdealwith
that whichcan be managed,eschewingthe intractable".Furthermore,models
I
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cannotbemadetoportrayrealitytoofaithfullywithoutendingupinpure'noise'.If
thesemodelsbecometooarcanetobecomprehendedbyordinarymortals,thenthey
willnolongeremain"benchmarksfor carryingoutadialoguebetweentheplanners
andthepolicy-makers".Thiswouldbebadluck.for themodels(andthemodel
buildersaswell)becauseit takesananimatedpracticalapplicationto rescuethem
fromthedeactivatinginfluenceofmathematicalfmesse.
Anotherextension-oris it a rejection?-ofthebasicmodelhasbeenin-
spiredby theconcernof developmenteconomistshat,thanksto thedevelopment
strategyso far pursued,the fruitsof economicdevelopmenthavenotnormally
trickleddownto thoselivingbelowthe"povertyline"-whichisdrawndifferentlyas
well asindifferentlyby variousauthors.Eventhoug4Kuznets'shypothesismay
temptusto takestoicallytheincreasingrelativeincomeinequalitywhichtheprocess
of economicdevelopmenthas'historically'broughtinitstrain,thesecularworsening
of absolutepoverty-Leothelotof thepoorest40percent-cannotbeblithelyglossed
overasaminordetailof thedynamicsof growth.Deliberatepolicies,involvingan
accelerationof theGNP growthratesandagreateremphasisonincome-equalizing
andpopulation-restrictingpolicies,willhavetobetakentoalleviatextreme,socially
intolerablepovertylevels.Theso-calledbasic-needsapproach,outlinedbrieflyin
PaulStreeten'spaper,buildsonthisthemeandattemptsto provideguidelinesfora
developments rategywhichaimsateliminatingtheworstformsof povertyby en-
ablingthepoorto gain"accessto minimumlevelsof consumptionof certainbasic
goodsandservices".(Thepapersby SzalandStandingappearingin theAutumn
issueof the PakistanDevelopmentReviewexplorethebasic-needsapproachin
greaterdetail.)Muchremainstobedonetodeveloproperlythetheoreticalfounda-
tionsof thisconcepto preventi sotherwisecertaindegenerationintosomekindof
a fetishismforincreasingexpendituresonhealth,housingandwater.It isimportant
to recognizethat,whilegrowthanddistributionmayreinforceachotherforsome-
time,theinevitabletrade-offbetweenthesetwomagnitudesi boundto raiseits
uglyheadatsomespecificpointalongthegrowthpath.Thetaskof thebasic-needs
theoristis a convincingdemonstrationof thesuperiorityof theproposedevelop-
mentstrategyoverallotherstrategiesbyclearlyestablishingonapriorigroundsthat,
in agrowingeconomy,someprovisionof basicneedsis unambiguouslybetterthan
nonefor anyarbitrarilychosendynamicsocial-welfarefunction-onthepatternof
theproofgivenby tradetheoriststhatsometradeis betterthannotrade.Forit is
indeeda trivialityto merelyasserthatsomeprovisionof basicneedsmayimprove
intertemporalsocialwelfare.However,thebasicmessageof thisapproachcomesout
loudandclear.Economicgrowthdoesnothavemuchmeaningif it makesonlyan
indirectand'potential'contributionto theproblemof poverty,whichis themajor
pollutantof thesocio-economicenvironmenti thedevelopingcountries.
A specificaspectof thegeneralbasic-needsapproachrelatestotheissueof
devisingappropriatestrategiesfor meetingbasicfoodneeds.Analyticaldifficulties
in tacklingthisproblemarisefromthefactthatthegrowthrateof foodoutputis- . ~ ~'"
"'""-
--..
~
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determinedby theinteractionof a hostof institutional,physical,agronomicand
economicvariables,whichshouldallbehierarchically'ordered'withinasinglemodel
or a connectedsetof models,particularlythe"economic-agronomicinterface".A
highlypromisingapproachto thisintricateproblemis theonebeingpursuedatthe
CentreforWorldFoodStudies,Amsterdam.TheAutumn1980issueof thePakistan
DevelopmentReviewcontainstheCentre'scontribution,entitled"GlobalModelling
of FoodandAgriculture".
Anotherextensionof thegrowthmodelsis anexplicitinclusionof the
demographicvariableslike fertility,agestructureof the population,mortality
andmigration,in orderto studytheirdirectandindirecteffectsontheprocessof
socio-economicchange.The macro-economicvariables-e.g.investment,produc-
tion,foreigntrade-arelinkedinamulti-dimensionalrelationship,through'feedback'
effects,with micro-demographicvariables-e.g.householdconsumption,fertility,
education,labourforceparticipation,etc. Forexample,theconsumptionbehaviour
of thehouseholdis notunrelatedto thecompositionof thefamily;thesupplyof
labour,andconsequentlythewagelevel,is directlyinfluencedbyurban-ruralmigra-
tionof labourforce,whichin turnis determinedby levelsof income,thenumber
of childrenandeducation.Hence,PanYotopouloshasemphasizedthatfora 'com-
plete'analysisthereis aneed-indeed,abasicneed!-ofnotonly"goingfromdevel-
opmento demography"butalsoof goingtheotherwayround-Le,."fromdemog-
raphyto development"-inorderto promoteanintegratedanalysisof thedemo-
graphic,productionand consumptionbehavioursand the household-inpartic-
ular the agriculturalhousehold,whichis "characterizedby a simultaneoustriple
decision-makingprocessthatdeterminesthesizeof thefamily,theproductionfunc-
tionandtheconsumptionfunction".
A synthesisof theeconomicandthedemographicvariableswithinasingle
formalanalyticalframeworkis a difficulttask,thoughonewith a considerable
potential.Whileinformedqualitativejudgementsareessentialbuildingblocksofany
systematicanalysisof thecomplexrelationbetweenpopulationandgrowth,onecan-
not goveryfaralongthisroad.To makeanyprogressatallit is essentialto build
testablehypothesesfor conducting'structural'analysisof therelationshipsamong
theeconomicandthedemographicvariables,and,evenmorefundamentally,tomake
validforecastsabouttheinterspatialndintertemporalchangesin thesevariables.
Hencetheneedof simulatedeconomic-demographicexercisesto capturea socio-
economicrealitysocomplexandbafflingandtochartoutalternativedevelopment
strategiesasa basisof policyevaluation.SomeattemptsateconO'mic-demographic
modelbuilding-e.g.theBachuemodelfor thePhilippinesandKenya-arebeing
made.An interestingcontributionbyWeryandRodgers,comingoutin theAutumn
1980issue,analysesin detailtheproblemsof "endogenizingdemographicvariables"
inaformaleconomic-demographicmodel.
Themostimportantcontributionof thegrowthmodels,asthissymposium
bringsoutclearly,liesin promotingasystematicwayof thinkingamongboththe
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professionalsandthepolicy-makersabouttheproblemsof economicdevelopment.
Indeed,Hickscalledgrowththeory,aboveall, a dynamicmethodof analysis.
Chakravartypointsoutthatdevelopmentplanningshouldmorefundamentallybe
seenasanexampleofwhatLowecalls"instrumentalinference",providinginvaluable
guidanceonthechoiceofspecificpoliciesrequiredfortheattainmentofpre-assigned
goalsandobjectives.It is interestingto recallherethereservationexpressedby
Bottomleyaboutheutilityofwhathecalls"structuralgrowtheconomics"-that the
factorsuponwhicheconomictheorythrowslightdonot,of themselves,"furnishthe
spiritof thetimeswhichistheessenceofeconomicgrowth".However,thisisnotto
saythatthesefactorsareirrelevantforpromotingeconomicdevelopment.Forif this
wereso,thenonlycharlatanswillbecalledupon,astheysometimesare,toadviseon
economicmatters.
Thevariouscontributionscontainedin thissymposium,andin thesympo-
siacomingupsubsequently,shouldhaveasoberingeffectontheimpatientpolicy-
makerwhoinstinctivelyjumpsat ready-made,instantcure-alls-eventhosewhich
bringdisasterin theirwake. It is importanto recognize"thattherearecertain
verticalandhorizontalrelationsof compatibilitywhicha growingeconomymust
necessarilyobey". The processof economicdevelopment,like love,is a many-
splendouredthing-sharingbothitssweetandsourmoments.It is,therefore,ssen-
tialthatthemulti-dimensionalcharacterof thedevelopmentphenomenonisclearly
understoodtoavoidthemistake-andthefrustrationthatfollows-oftryingtofind
easyanswersto difficultproblems.However,thesymposiumalsohasa reassuring
messageto offerto the 'lay'policy-maker:thattheeconomistcanlendahelping
handnotonlyin decipheringthehieroglyphsofgrowtheconomicsbutalsoindevis-
ingappropriatepoliciestosolvetheperennialproblemsofwant,povertyandeconom-
icdeprivation.
